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Background 
 
The HOPE for Homeowners Program (Program) was established by the Housing and 
Economic Recovery Act of 2008 (Act), and signed into law on July 30, 2008.1  Section 
257(n) of the Act requires the Board of Directors of the Program (Board) to transmit to 
Congress on a monthly basis a report on the Program’s progress.    
  
Under the Program, eligible homeowners may refinance their current mortgage loans into 
a new mortgage insured by the Federal Housing Administration (FHA).  The Program is 
voluntary for all participating parties.  In order to participate, borrowers and their current 
lenders must agree to the Program requirements.  The Program requires existing lenders 
holding senior mortgage liens on the property to release their liens and accept as payment 
in full the proceeds of the new Program loan.  Existing junior mortgage lien holders must 
also release their liens under the terms of the Program in return for a portion of HUD’s 
share of future appreciation of the subject property’s value or, as recently approved by 
the Board, for an upfront payment that represents a percentage of the outstanding amount 
of the junior mortgage loan.  The Program requires borrowers to share with HUD a 
portion of the equity created upon the issuance of the new FHA-insured loan as well as a 
portion of any future appreciation on the subject property. 
 
The Board is responsible for establishing standards and policies for the Program as 
contemplated by the Act.  The Program went into operation on October 1, the first 
allowable date under the Act.    
 
This report is based on Program information and Board efforts to implement the Program 
through mid-January, 2009.  As with the previous monthly reports, there is no program 
data on insured loans as no loans have yet been presented for insurance endorsement.  
Therefore, this report provides an update on outreach and other administrative activities.  
On January 7, 2009, an interim final rule, containing the programmatic changes described 
in the December 2008 Report to Congress, was published in the Federal Register for 
immediate effect with public comments due no later than March 9, 2009, and industry 
guidance was issued via Supplemental Mortgagee Letter 2009-03.    
 
Outreach and Training 
 
FHA is continuing its extensive outreach, education, and training efforts in support of the 
Program.  Feedback from the lending industry and counselors continues to focus on the 
difficulties in offering the product and finding eligible borrowers for the Program.  The 
central concerns continue to be the cost of the Program to the borrower and the lender, 
the statutory requirements that deviate from standard FHA products and add 
administrative complexity, and the current lack of a secondary market for Program loans. 
The recently revised guidance will address some of these concerns.  The Board will 
continue to monitor the Program closely and carefully consider new ideas to improve the 
Program, to the extent possible under current law. 
                                                 
1  See Pub. L. 110-289 (July 30, 2008). 
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With regard to borrower outreach, FHA and other federal agencies are continuing to 
develop an integrated consumer advertising campaign across a variety of media including 
radio, print, and the Internet.  We are engaging HUD’s target audiences through various 
online channels, while referring interested parties to the FHA.gov portal for detailed 
information.  We have also leveraged HUD’s field network and industry participants to 
expand outreach.  Two online training tools for consumers have been developed by the 
Federal Reserve Board and are expected to be posted on the FHA.gov website shortly.  
FHA and Neighborworks America developed an online training course about the 
Program for housing counselors, which has been posted on the FHA.gov website. 
 
As previously reported, FHA-approved lenders interested in offering Program loans are 
encouraged to register with the FHA in order to express this interest to the public.  Once 
registered, they are included on a publicly available list posted on the Program website.  
While there are approximately 225 lenders currently on the list, representing all sections 
of the country, the list is mostly comprised of loan correspondents (mortgage brokers).  
Although only a few sponsoring lenders, who would underwrite, close and fund Program 
loans, have registered for the list to-date, any FHA-approved lender may offer the 
Program loan even if they are not on this list.  Interested consumers are strongly 
encouraged to contact their servicing lender and any subordinate lien holders since their 
participation is required to refinance into HOPE for Homeowners mortgages. 
 
Newly Released Guidance 
 
The December 2008 Report to Congress detailed various Program changes approved by 
the Board, several of which reflected the new statutory authority provided by the 
Emergency Economic Stabilization Act of 2008 (EESA).  These changes did the 
following: 
 

 Increased the maximum loan-to-value and debt-to-income (DTI) ratios. 
 Clarified the March 1, 2008 DTI requirement for borrower eligibility.   
 Expanded eligible properties to include two- to four-family residences. 
 Allowed extension of the loan term from thirty to forty years.   
 Extended the timeframe by which a lender can submit a closed loan for insurance 

endorsement to match other FHA single family programs, with the borrower 
required to make the first payment within 120 days after loan closing. 

 Gave subordinate mortgagees the option of accepting an up-front payment in-lieu 
of a share in future property appreciation as an incentive to release their liens and 
forgive related debt. 

 Modified the equity sharing requirements to eliminate the potential that a 
borrower would share with HUD, through the Program, any existing equity the 
borrower may already have in the home prior to closing a Program loan. 

 Modified the appreciation sharing requirements to account for non-sale 
dispositions of property and sales to related parties.  
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On January 7, 2009, the Board issued the amended Program guidance implementing the 
Program changes via Supplemental Mortgagee Letter 2009-03, and an interim final rule 
requesting public comment was published in the Federal Register.  After the comment 
period expires on March 9, 2009, all comments received will be reviewed and considered 
in any future changes to the Program.   
 
Additionally, the Board of Governors of the Federal Reserve System (FRB) will be 
issuing legal guidance on the treatment of the statutory equity and appreciation sharing 
provisions of the Program under the Truth in Lending Act (TILA), the Home Owners 
Equity Protection Act (HOEPA), and other consumer laws administered by the FRB that 
will reflect the Program changes noted above.  This guidance will be posted on the 
Program’s website as soon as it is available.  
 
HOPE for Homeowners (H4H) Board Membership 
 
The change in Administrations is affecting two of the four Board positions.  In August of 
2008, the Secretaries of the Department of Housing and Urban Development (HUD) and 
the Department of the Treasury, and the Chairs of the Federal Reserve Board and Federal 
Deposit Insurance Corporation, designated senior representatives of their respective 
agencies to represent them on the Board.  With the change in Administrations, the 
Secretaries of HUD and Treasury have left their respective positions, as has Treasury’s 
designee to the Board, Mr. Phillip Swagel.  Additionally, HUD’s designee and Chairman 
of the H4H Board, Mr. Brian Montgomery, is expected to leave his position shortly.  It is 
anticipated that the incoming Secretaries of HUD and Treasury will designate their 
respective replacements for Messrs. Montgomery and Swagel in the near future.  The 
change in Board composition is not expected to affect the daily operations of the 
Program.  
 
Program Activities to Date 
 
While total activity under the Program continues to be low, it appears to be increasing.  
As of January 24, 2009, 22 Program loans have closed, an increase of 21 loans from the 
December 2008 Report to Congress; however, none of the loans have completed the 
insurance endorsement process.  As of late-January, 442 case numbers have been 
assigned.  The assignment of a case number indicates to FHA that the lender intends to 
qualify the borrower for a Program loan.  There are 76 lenders associated with these case 
numbers, with 31% of the case numbers requested by one lender.  Although case numbers 
have been issued on applicants across the country, from Maine to Hawaii, the majority 
are for homeowners living in California, Florida, and Arizona.  Likewise, the loan 
closings have been scattered in states across the country, but have been led by Michigan 
(5), Florida (3), Arizona (3) and California (3).  
 
While interest thus far has been lower than expected and some challenges remain, these 
preliminary figures are a positive sign that there is interest in the program.  We continue 
to get reports that lenders are working to identify borrowers who may qualify for the 
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Program, and the Board anticipates that interest in the Program will grow as a result of 
the recent changes to the Program described above. 
 


